Submission to the Commission on Taxation on behalf of the IRISH 

NURSES ORGANISATION.

Subject: Taxation of Superannuation contributions or Pension Lump Sums.
1. This is a short submission to the commission which is relevant to b) of its terms of reference “To consider how best the tax system can encourage long term savings to meet the needs of retirement.”
2. The INO are concerned with the recent media focus of resentment against those who are members of public service pension schemes and perceptions that Defined Benefit Pension Schemes in the Private Sector are rare to the point of being almost extinct. It seems that defined contribution schemes are now being portrayed as a poor option which private sector workers had foisted upon them. In fact Defined Contribution schemes were sold to workers as being a more rewarding and flexible retirement option. The commission must in our view not allow itself to be influenced by such shallow and prejudicial analysis and avoid creating disincentives to lower and middle income holders making provision for their retirement. This applies to workers in both the Public and Private sector and to main schemes and Additional voluntary Contribution Schemes.
3. INO represents 40k Nurses and Midwives in Ireland. Our analysis indicates that less than five per cent of General Nurses or Midwives ever retire with a full Pension based on forty years service. Many therefore contribute to AVC schemes in addition to their 6.5% contribution to the main scheme and Spouse and Children cover. The main incentive for many is the current tax relief on contributions in investing in this vital supplement to their reduced pension potential due to missing years in their career. INO encourage members to provide for their retirement through AVC or Notional Purchase scheme.
4. Tax relief on Pension fund contributions is an essential primer to individuals on low and middle incomes to invest in their own pension provision. Even at the current level this incentive works but substantial numbers do not avail or take the opportunity. Consideration could be given to ways of enhancing the appeal of such an incentive. It would in our view be a retrograde step and socially undesirable to diminish the appeal offered by minor tax concessions to prompt investment in pension schemes.
5. Any examination of the actual funding of Public Service pensions will confirm that the contributions made by serving staff in all cases except Security almost entirely cover the payments to retirees. That is the employer contribution is a fraction of that which an employer in the Private sector would normally expect to contribute to a pension fund. In Health for example in 2008 the total payout on Pensions was 6.9% of payroll while Employee contributions were 6.5%.
6. The recent announcement by the Minister for Finance that pension lump sums might be taxed is causing a level of panic and poor decision making by individuals regarding retirement options. This may lead to the premature loss of key workers in professions such as Nursing and Midwifery. If taken by significant numbers to beat a tax liability the increase in pension paid out earlier will in our view outweigh the tax collected from those who retire. The Taxation of Pension Lump sums from lower and middle income earners is socially undesirable and will be of little benefit in the long run when measured in terms its immediate take and its long term disincentive to providing for one owns retirement.
In Summary INO as an organisation is opposed to any reduction in the incentives to join a pension scheme or to provide a tax free lump sum in retirement. It is our strongly held view that all workers need to be encouraged along with employers to provide for retirement. To do otherwise will in our view increase the burden on tax payers of the future to fund Social welfare pensions as all but the very highly paid will be reliant on such pensions alone.

It is in our view socially undesirable to leave the majority of workers reliant on social welfare pensions alone. We strongly urge the Commission to maintain or enhance pension incentives at both ends and in line with its terms of reference encourage long term savings to meet the needs of retirement.
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